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Presenter
Presentation Notes
Good morning.I will be giving a presentation on DWR Authorities, SWP Reporting and Financial Management.We feel the information provided in this presentation is useful given the stage we are at in these negotiations and some of the discussions surrounding these topics we have heard during these negotiations.



 
• Review State Water Project reporting requirements 

 
• Review DWRs financial management track record  

 
• Review ways DWR provides information to the 

State Water Project Contractors 
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Presenter
Presentation Notes
DWRs administrative activities with respect to the SWP stem from certain authorities vested in DWR by statue.  A few of the more important statutes include the following.



DWR Authorities and Responsibility over the 
State Water Resources Development System 

Central Valley Project Act - Water Code §11451 

The Department of Water Resources shall have full charge and 
control of the construction, operation, and maintenance of the 
(Central Valley) project and the collection of all rates, charges, 
and revenues from it. 
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Presenter
Presentation Notes
DWR administers the State Water Project (SWP) consistent with its statutory authorities under the Water Code, including the Central Valley Project Act and the California Water Resources Development Bond Act, also known as the Burns-Porter Act, two important Legislative enactments that govern DWR’s construction, operation and maintenance of the SWP. The Central Valley Project Act was passed by the Legislature in 1943 and the Burns-Porter Act was approved by the voters during the November 8,1960 election.The Contract Extension website has a link to the Water Code where you can find each of the statutes discussed in the next few slides and all of the statutes comprising the Central Valley Project Act and the Burns-Porter Act.
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DWR Authorities and Responsibility over the 
State Water Resources Development System 

Burns-Porter Act - Water Code §12931 

Facilities authorized as part of the Central Valley Project or 
facilities acquired or constructed as part of the State Water 
Resources Development System shall be acquired, operated and 
maintained pursuant to the provisions of the Central Valley 
Project Act. 
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Presenter
Presentation Notes
The Contact Extension web site has a link to the Water Code where you can find these and other statutes comprising the CVP and B-P Acts
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Presenter
Presentation Notes
DWR conducts a considerable amount of reporting activities I am confident the public knows very little about and, I suspect, even some of the Contractors may not know about.  Some of these reporting activities are more formal than others.  Following is a discussion on this reporting.
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Formal Reporting 
 Legislative Reports 

 Water Code §147 – Annual State Water Resources 
Development System budget report to the Senate and 
Assembly fiscal committees of the Legislature 

 
 Water Code §11913 1(f) – The Department shall provide 

details of the balance and expenditures of the Davis – 
Dolwig Account as part of the annual Governor’s budget 
process. 
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Presenter
Presentation Notes
Water Code Section 147, which was added by AB 11 of the Fourth Extraordinary Session of 2009, requires the Department of Water Resources (DWR) to report to the Chairs of the Senate and Assembly fiscal committees on DWR's State Water Project (SWP) budget. 
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Formal Reporting 
 Legislative Reports 

 Water Code §142 – Annual report must be sent to the 
Legislature and Governor on implementation of WC 
§142 (greenhouse gas emission reduction related to 
water and energy usage). 

 
 Government Code §12892 – Annual Green House Gas 

Emissions Reduction report to the Secretary for 
Environmental Protection 
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Formal Reporting 
 Bulletin 132: Management of the California State Water 

Project 
 

 Bond Sale Disclosure 
 

 Continuing Bond Sale Disclosure 
 

 Legal Basis Financial Statements 
(for State government) 
 

 Generally Accepted Accounting Principal Basis Financial 
Statements 
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Presenter
Presentation Notes
Bulletin 132 – Prepared by SWPAO, it provides, among other things, updates on water supply planning, construction, financing, management and operation activities of the SWP.Bond Sale Disclosure – Each of the Department’s Water System Revenue Bond sales require an official Offering Document that is reviewed by Bond Counsel and the bond financing team, which includes underwriters, underwriters counsel, DWR OCC, State Treasurers Office, financial advisor, etc.Continuing Disclosure –DWR is required to file an annual disclosure report and a disclosure report any time a material event occurs, such as issuing new bonds or reporting a bond rating change.Legal Basis Financial Statements – They are financial statements prepared on a governmental accounting basis due to the State Controller’s Office for each fiscal year by August 20th. GAAP Basis Financial Statements – They are independently audited financial statements prepared on a generally accepted accounting principle basis due 270 days after fiscal year end close. They are published on DWR’s website.
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Independent SWP Audits 
 State Water Project Contractor Audits 
 Annual financial audits required for bond sales 
 DWR Internal Audits 
 IRS audits concerning revenue bonds 

 
 State Audits –  

 Bureau of State Audits 
 Department of Finance 
 State Controllers Office 
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Presenter
Presentation Notes
Audits are frequent and continuing.SWC Auditors audit the SWP Statements of Charges on an annual basis. They are currently Ernst & Young and Richardson & Co. They have full access of SAP, CARA, etc. on a historical basis. They can also perform special audits focusing on specific areas, such as pro rata.Bond covenant required financial audits on a GAAP basis. Auditors provide independent opinion of the SWRDS financial statements.DWR Internal Audits perform periodic reviews of the Department’s financial cycles, including a review of internal controls and any special audits requested by management.  DWR also conducts training to encourage use of Best Management PracticesBSA, DOF, and SCO can audit the Department for any reason at any time. 
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Presenter
Presentation Notes
DWRs administrative activities with respect to the SWP stem from certain authorities vested in DWR by statue.  A few of the more important statutes include the following.
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SWP Financial Management –  
Bonds 

 Annual financial audits have all been “unqualified” 
 

 Highest Bond Rating – S&P AAA prime and Moody’s Aa1 
 

 DWR always pays debt service payments on time and in full 
– has never defaulted 
 

 Highly efficient debt portfolio management, resulting in 
millions of dollars in interest savings to the SWP 
Contractors  
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Presenter
Presentation Notes
The last 10 years we have had a top bond rating.Underwriters/bankers have frequently commented on the efficiency of the Department’s debt portfolio. Meaning, the Department proactively takes advantage of refunding opportunity during favorable market conditions.Example of savings includes ????
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SWP Financial Management – 
Annual Statements of Charges 

 SOCs are distributed annually by July 1 (6 months in 
advance of 1st payment due date), as contractually 
mandated 
 

 Substantial (150+ pages) SOC’s support is provided 
annually (Appendix B of Bulletin 132) 
 

 When necessary, DWR prepares revised SOCs  
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SWP Financial Management –  
Program Control 

 Implemented WREM 65 process 
 

 Re-instituted Program Component Statements and 
Budget Conferences 
 

 Recently initiated global SWP Program Control effort  
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Presenter
Presentation Notes
DWR agrees to participate in the SWC formed committees and provides reports and information as requested by the SWC.
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Business 

 SWC Board Meeting 
 SWC Pre-Board Meeting 

Workshops 
 Director’s Advisory 

Committee 
 SWP Business Committee 
 Legal Committee 
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State Water Contractors 
Committees and Meetings 

17 
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State Water Contractors 
Committees and Meetings 

Finance: Audit Finance Committee 
 Bond Fund Systems Revenue Cash 

Flow reports 
 Suspended Cost Report 
 Davis-Dolwig Account Summary 
 Capital Facilities Account 

Summary 
 Summary of Bond Sales 
 Program Component Statement 

Review 
 Cap and Trade Auction Updates 
 Springing Amendment Review 
 Statement of Charges Preparation 

Schedule 
 Off Aqueduct May Allocation 

Report 
 

 Rate Management Report 
 May Estimates Assumptions 
 Statement of Charges 

Assumptions 
 Transportation-Minimum 3-Year 

Average Report 
 Statement of Charges Comparison 
 Invoice Rate report 
 Variable Rate Process review 
 Alpha Allocation Updates 
 Re-Bill Updates 
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State Water Contractors 
Committees and Meetings 
Technical Coordination 

 O&M Committee 
 Engineering Committee 
 Energy Committee 
 Risk Oversight Committee 
 Power Planning Workshop 

 Bay-Delta Workgroup 
 Water Operations Committee 
 Water Transfers Committee 
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Presenter
Presentation Notes
O&M and Engineering Committee will be combined in the future.Risk Oversight Committee has been suspended and will be reconvened on an as needed basis.
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State Water Contractors 
Committees and Meetings 
Licensing Contractor Specific 

 Lake Oroville Relicensing 
Team 

 California Aqueduct 
Relicensing Team 

 SBA Contractor General 
Managers Meeting 

 EBX Contractors Meeting 
 MWD Perris Dam Team 

Meeting 
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Conclusion 
DWR provides:   
 An extensive and transparent reporting process 
 Open communication  
 A significant amount of information 

 
DWR is also: 
 Implementing cost control improvements 
 Open to ideas for other improvement 
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